Introduction
Economic growth is a very much desired occurrence in the economy for various reasons. What are the factors that infl uence economic growth though? And more specifi cally, what about the system of taxation as a whole and the individual various taxes? Is there any connection between the taxes and economic growth? If so, what is the connection? Do taxes always have a negative infl uence on economic growth? Can they have also a positive infl uence on the economy? Can the infl uence be even determined and if so how, using what measurements?
Th e goal of this article is to present answers to all the above mentioned questions.
Th e question of how the taxes infl uence economic growth is one of the most frequently discussed and the need to provide an answer is demanded especially in the times of economic crises. When talking about the issue one can see that it is rather a complex problem that overlaps many fi elds of expertise. It is not only a question for the economists, because the application of the theory into practice is left to the politicians so in reality it then very much depends on what and how infl uences the policy makers of the countries. And to make it even more complex economic theory is not united to start with. Looking at the economic growth itself as the goal that is to be reached, we can already fi nd competing theories about what drives economic growth. On one side you can fi nd the Keynesian belief that the economic growth is driven by the demand-side factors and on the other hand the Neo-classical belief that economic growth is driven by the supply-side factors. And yet others believe that it is the mixture of the two. Th is is rather a fundamental question that all the above mentioned theories claim to have found the answer to. What is also important to bear in mind is the fact that the economic theories are theories. In order to answer questions concerning a real economic issue, it is necessary to create a model that has to be as similar with the reality as possible and hence provide the answers. Th e model itself though copying the reality as much as possible is but a model that does not and cannot consist of all the variables. Th e reality is far too complex and in order to study with the aim of determining and changing the application of theories on various models is essential.
Looking at the issue there can be found those that would argue that tax cuts or reductions in tax rates will lead to economic growth and prosperity, in other words they believe that the relationship between taxes and economic growth is negative. If the tax rates are lower, then the companies can spend more money on the development and investment and are more likely to keep or improve their position in the market. Others on the other hand would argue that the opposite is true meaning that the more taxes and the higher the tax rates would reduce the defi cit of public fi nance and lead to more economic growth that can be controlled and gained via the redistribution process.
Income tax rates are at the centre of many recent debates over taxes. Some policymakers argue that raising tax rates, especially on higher income taxpayers, to increase tax revenue is part of the solution for long-term debt reduction. Advocates of lower tax rates argue that reduced rates would increase saving and investment, and boost productivity. Sceptics of this view argue that higher tax revenues are necessary for debt reduction that tax rates on high-income tax payers are too low and that higher tax rates on high-income taxpayers would moderate increasing income inequality. Some economists and policymakers argue that reducing the top statutory marginal tax rates would spur economic growth. Th is eff ect could work through several mechanisms. First, lower tax rates could give people more aft er-tax income that could be used to purchase additional goods and services. Th is is a demand-side argument and is oft en invoked to support temporary tax reductions as an expansionary tax stimulus. Second, reduced tax rates could boost savings and investment, which would aff ect the supply side of the economy by increasing the productive capacity of the economy. Furthermore, some argue that reduced tax rates increase labour supply by increasing the aft er-tax wage rate. Taxes can aff ect investment not only through the income and substitution eff ects related to savings, but also through a risk-taking eff ect.
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Yet again this very much depends on which of the above mentioned economic theories you support and also what you believe what the role of the government in the economy is. Going back to the above mentioned economic theories for examples the Keynesians would believe that the role of the government is to stir the economy by mainly infl uencing the aggregate demand and fully use the fi scal policy. And that's how we can get closer to the question of taxes as the tax policies are not quite united either. In connection with the role of the government in the economy Yakushev 3 recognises the following types of tax policies represented by the in brackets mentioned economists: For example the ideology of minimal taxation would then follow the neoliberal tax policy of the neoclassical tax policy.
Economic growth
If one is to learn more about economic growth and factors that infl uence economic growth it is essential to get acquainted with the work of Robert J. Barro 4 published at the beginning of the 1990´s. While in the previous growth models ( Solow -Swan growth models )the public expenditures and taxes did infl uence the capital accumulation and investments but did not infl uence the economic growth the endogenous models ( Barro ) believe that economic growth is determined by factors inside the model , the level of growth depends on governmental legal regulations, government spending, and the government has a large potential to infl uence economic growth in the long run. Barro being a liberal economist though states that the infl uence of the government does not have to be only positive.
Izák
5 summarizes the concepts of economic growth as the following:
1. In the neoclassical growth models (Solow-Swan type growth models or the exogenous growth models) the economic growth is determined by exogenous factors such as population growth and technological progress while the fi scal policy can infl uence only a short time periods between the equilibriums. Neoclassical growth models attempt to explain long run economic growth by looking at productivity, capital accumulation, population growth, and technological progress. 2. In the endogenous growth models (Barro) the existence of a mechanism is establish through which the fi scal policy can determine the level of output as well as the level of growth.
In modern society, the existence of the redistribution processes is a necessity. Th e level of taxation, being the refl ection of the redistribution process, is very much diff erent in individual countries that being in the absolute numbers as well as mainly in the actual structure of taxation. Th e level of taxation and the government expenditures then is rather oft en incorporated into the economic growth theories. Economic growth signifi cantly infl uences the key economic characteristic of a country that is the standard of living. Considering the economic growth theories Kotlán 7 states that the centre of the current economic knowledge is in the neoclassic economic growth theory (Solow -Swan growth model). Should we look closer at the most known theories further supporting this model it is necessary to mention Robert Lucas and Paul Romer. Th e neoclassical economic growth models in which the economic growth is determined by the technological progress did not allow the fi scal policy (and the level of taxation) to determine the long term economic growth. Considering the infl uence of taxes on economic growth it was the work of for example Barro and Sala-i-Martin who combined the elements of the endogenous growth model with the neoclassical growth model and above others they took into consideration the role of taxation. Th ough the economic growth in neoclassical models is given by exogenous factors, in the endogenous models the tax policy provides a mechanism by which the government can infl uence both the outcome as well as the economic growth. Hence the endogenous growth models proved that taxation can infl uence long term economic growth.
IZÁK, V.Vliv vládních výdajů a daní na ekonomický růst ( empirická analýza ) [online]
Politická ekonomie 2/2011 [cit.3.5.2013] 1. Th e government budget constraint implies that the estimated coefficient of each fiscal element within a growth regression will depend on how it is financed. 2. Expenditures classified as non-productive and tax revenues classified as non-distortionary have equal coefficients, and consequently the hypothesis that these variables have a zero impact on growth cannot be rejected. 3. When financed by some combination of non-distortionary taxation and non-productive expenditure, an increase in productive expenditures significantly enhances growth and an increase in distortionary taxation significantly reduces growth. 4. Th e magnitudes of the estimated impacts of productive expenditures and distortionary taxation are sensitive to the process of 5-year averaging of the data. Th is suggests that considerable caution should be exercised in predicting the precise growth eff ects of fiscal changes. 5. Our lowest estimates suggest that increasing productive expenditure or reducing distortionary taxes by 1% of GDP can modestly increase the growth rate by between 0.1 and 0.2% per year
Tax burden and its measuring
Szarowska 9 considers the following approaches to measuring tax burden:
Implicit tax rate
An appropriate standard for comparison of eff ective taxation seems to be implicit rates, which are tax rates that consider not only size of statutory tax rates but also other aspects of tax systems determining total amount of eff ectively paid taxes. Implicit tax rates are calculated in order to provide better information on the tax burden on an economic activity.
Implicit tax rate (ITR) = T / Y x 100 [%]
Where T is tax duty and Y is gross income from which tax is counted.
Eurostat has used implicit tax rates for evaluation of structure of a tax system since 1995. In this way, we may express the impact of taxes on economic activities according to their functions (work, capital, consumption).
Tax quota
An International comparison of actual taxes does not say much with regard to the diff erent construction of taxes in individual countries. Th e Level of tax rate is only one of the variables. Resulting values substantially aff ect diff erently constructed tax bases, from which the tax is calculated, as well as systems of exceptions and deductible items that vary in every country. For international comparison of tax burden we may use a tax quota. Th is is a macroeconomic indicator that is calculated as "proportion of tax and duty revenue and to GDP" in current prices.
Tax quota = tax revenues / GDP * 100 [%] Simple tax quota includes only those incomes of public budgets that are really labelled as taxes. With regard to the fact that tax revenues (quasi taxes) are in fact also incomes from the obligatory payments of social welfare, contributions to state unemployment policy and obligatory payments to health insurance systems, the relevant indicator for international comparison is the compound tax quota that also includes these incomes.
Compound tax quota (CTQ) is calculated as "proportion of revenue from tax, duty and payments to health insurance and social welfare systems to GDP" in current prices.
Compound tax quota = tax revenues + quasi taxes / GDP * 100 [%] As it results from the formula, basic factors aff ecting the value of tax quota is the amount of gross domestic product and volume of taxes collected. Total eff ective burden is regularly monitored by Eurostat and published in the form of tax quota.
Th e conclusions of selected studies
In his review of literature, that consisted of 26 studies dealing with the eff ects of taxation on economic growth since 1983 McBride 10 has found out the following:
1. While there are a variety of methods and data sources, the results consistently point to signifi cant negative eff ects of taxes on economic growth even aft er controlling for various other factors such as government spending, business cycle conditions and monetary policy.
2. Of those studies that distinguish between types of taxes, corporate income taxes are found to be most harmful, followed by personal income taxes, consumption taxes and property taxes. 3. Th ese results support the Neo-classical view that income and wealth must fi rst be produced and then consumed, meaning that taxes on factors of production, that is capital and labour, are particularly disruptive of wealth creation. 4. Th e lesson from the studies conducted is that long-term economic growth is to a signifi cant degree a function of tax policy. 5. It was found out that a one per cent spending cut has no signifi cant eff ect on growth whereas a one per cent tax increase reduces GDP by 1.3 per cent aft er two years. 6. It was discovered that a one percentage point cut in the average corporate income tax rate raises real GDP per capita by 0.4 per cent in the fi rst quarter and by 0.6 per cent aft er one year. 7. Th e most harmful taxes for economic growth were ranked. It was established that corporate taxes are the most harmful followed by income taxes, consumption taxes and fi nally property taxes. It was also found out that a one per cent shift of tax revenues from income taxes (both personal and corporate) to consumption and property taxes would increase GDP per capita by between 0.25 per cent and one per cent in the long run. Th ey also found out that progressivity of personal income taxes reduces economic growth. 8. It was found t that a cut in the average marginal tax rate of one percentage point raises next year´s per capita GDP by around 0.5 per cent.
Kotlán and his team 11 have come up with the following fi ndings:
1. In the whole sample of OECD countries a statistically and econometrically signifi cant negative infl uence of taxation measured by the tax quota on the economic growth was established. 2. It is also necessary to state that the infl uence of VAT type taxes was not clear. Th ough even the positive infl uence of higher VAT tax rate on the economic growth was established, it was quantitatively and statistically insignifi cant and when a slight change of the model took place the results had a tendency to a large change as well as the merit of the infl uence. 3. Th e results suggest the following recommendations for the OECD economies: a. Lower the tax burden measured by the tax quota b. Concentrate on lowering the consumption taxes whose infl uence is quantitatively large c. Lower the national health and social care contributions 4. In the EU 15 countries the total tax quota has much larger negative infl uence on the economic growth than in the OECD. Th at can be interpreted that in these countries the lowering of the tax quota has a larger eff ect. Th e negative eff ect of national health and social care contributions is also remarkable.
5. In the EU 5 countries the total tax quota has the highest negative infl uence on economic growth. Th e negative eff ect of corporation taxes has also been proven in this group.
Acosta-Ormaechea and Yoo 12 investigated the relationship between changes in tax composition and long-run economic growth using a new dataset covering a broad cross-section of countries with diff erent income levels. Th e fi ndings were the following:
1. Increasing income taxes while reducing consumption and property taxes are associated with slower growth over the long run. 2. Among income taxes, social security contributions and personal income taxes have a stronger negative association with growth than corporate income taxes 3. A shift from income taxes to property taxes has a strong positive association with growth; 4. A reduction in income taxes while increasing value added and sales taxes is also associated with faster growth.
Conclusions
Th e question of the infl uence of taxes generally and individually on economic growth has proven to be not only quite a crucial one but also rather a complex one with indirect answers. Th e complexity of the problem lies in the heart of economics as a science in itself where everything is in one way or another connected. It is oft en impossible to copy this complexity into an appropriate model while sometimes even the appropriate model itself might be a problem as there may and oft en is more than one and the results then diff er signifi cantly. On the other hand most of the presented fi ndings are consistent with the general theory and economic reality.
To highlight the most important fi ndings in order to be able to possibly incorporate them into a fi scal policy it needs to be stated that the relationship between the level of taxation and economic growth is mainly a negative one. It also very much depends which of the taxes are taken into consideration. Should the government consider raising the income taxes (both individual as well as corporate) in order to generate more money, the impact on the GDP and conse-quently on economic growth would be rather negative and harmful. Th at much has been established in all the above mentioned studies and further studies that are not part of this article.
On the impact scale of negative infl uence on economic growth the corporate income tax is at the top followed by individual income tax, consumption taxes and then property taxes. It would seem to be the case that increasing property taxes would not aff ect economic growth in such a bad way as for example corporate tax would. Th e question is whether the money gained from this step would be suffi cient to cover the government spending though. Bearing that in mind a debate led by Milton Friedman concerning corporate taxes needs to be mentioned in which he claims and in my opinion quite clearly wins the argument that corporate tax is an indirect form of an individual income tax.
Another rather important fi nding, bearing in mind the various models of economic growth is the fact that long-term economic growth is to a signifi cant degree a function of tax policy. Kotlán´s fi ndings concerning consumption taxes are also worth pointing out. Th e suggestion of lowering them is quite a challenging one especially under the current political climate. An interesting and perhaps not so surprising fi nding is the role of so called social and health contributions which is another type of tax. Th e lowering of these would no doubt lead to a positive change in economic growth but it would need a drastic change in the whole social welfare state system that has been established and that might lead to major social insecurity which is certainly not a politically desired step.
